Federal Student Loan

(%MOHEIA Interest Rates

Missouri Higher Education Loan Authority July 1, 2003 - June 30, 2004

S t a f f Ori d In-school, grace and deferment .........ccccevvevvecnne. 2 . 8 2 %

Stafford in Repayment............cooooeeeiiiiiiiiieeeeeeeeeeee 3.42%
With MOHELA’s Rate Relief’" and

Missouri Guarantee...........ooeeeeeeeeeeeeeeeeeeren. 0 92 %

With MOHELA'’s Rate Relief’" and
Missouri Guarantee........... oo, 1 . 72 %

Stafford or PLUS
With MOHELA’s Carnahan Public

Service Benefit ..., 32 5 %

And MOHELA'’s Rate Relief’" and
Missouri Guarantee....... 0.75%

www.mohela.com

1-800-666-4352

636-532-0600
TDD (636) 532-5189

MOHELA reserves the right to modify, expand, or discontinue these programs at any time without notice. Rates are applicable to loans
first disbursed between 7/1/1998 to 6/30/2004 and are reviewed annually on July 1. Rate Relief™ and Public Service Benefits are offered
exclusively by MOHELA Lender-Partners and are available to all borrowers in repayment whose loans are owned by MOHELA and serviced at
our Chesterfield, MO servicing center. These benefits are not applicable to loans placed in Consolidation. These benefits are not applicable to
payment, but rather reduces the interest rate and results in more dollars being applied to the principal of the loan. MOHELA reserves the right to
discontinue offering Rate Relief™ benefits to any borrower whose account becomes more than 29 days delinquent or in the event an auto-debit is
terminated for any reason. Loans guaranteed by guarantors other than the Missouri state guarantee agency may qualify for a reduced level of
Rate Relief™.
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Partners providing Mssourians with the | owest
cost education |loans available in the industry.

ANNOUNCENMENT

MOHELA and the M ssouri Departnent of Hi gher Education

are pleased to announce 3% Rate Relief! Effective upon
the conpletion of required progranm ng', qualifying
borrowers who participate in Rate Relief will receive a
3% interest rate reduction. Specifically, borrowers
who attend a M ssouri school, utilize a MOHELA Lender,
and utilize the MDHE guarantee wll be eligible for 3%
Rate Relief?

MOHELA w il continue to offer other lower Ilevels of

Rate Relief for loans nmade to borrowers attending a
school outside of Mssouri or wutilizing a guarantor

ot her than the NDHE.
Exanpl e Monthly Savi ngs for Participants

Bal ance Mont hly I nterest Savings
$5, 000 $12. 50
$10, 000 $25. 00
$20, 000 $50. 00
$30, 000 $75. 00
$40, 000 $100. 00
$50, 000 $125. 00
$60, 000 $150. 00
$70, 000 $175. 00
$80, 000 $200. 00

MOHELA reserves the right to nodify, expand, or discontinue its borrower
benefit prograns, including Rate Relief, at any time wthout notice. Rat e
Relief applies to Stafford and PLUS Loans and is available to all borrowers in
repaynent whose | oans are owned by MOHELA and serviced at our Chesterfield, MO
servicing center. Please review the Rate Relief Brochure for additional
details. In no case will a borrower’s interest rate be reduced bel ow .25%
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' Programming is tentatively anticipated to be completed by October 1, 2004

? Borrower must make monthly payments via auto debit and their loan must be owned and serviced by
MOHELA in our Chesterfield offices. Please refer to the Rate Relief brochure for additional details and
qualifications.



M ssouri Advant age Repaynent |ncentive Qption
( MARI O
for
Hi gh Demand QOccupati onal Fi el ds

Adm ni stered and Funded by:
The M ssouri Departnent of Hi gher Education
and
The M ssouri Hi gher Education Loan Authority

The M ssouri Advantage Repaynent |Incentive QOption
(MMRIO is designed to encourage M ssouri’s higher
education students to pursue fields of study leading to
enpl oynent with M ssouri businesses and industries in
hi gh- demand occupational fields. These fields include
bi onedi cal / bi ot echnical, advanced nanufacturing, and
conputer related (information technol ogy) fields.

The M ssouri Advantage Repaynent Incentive Option is a
student |oan forgiveness program that is designed to
address M ssouri’s workforce needs.

How wi | | Enpl oyees qualify for MARI O?
To qualify for MARIO vyou nust neet the follow ng
eligibility criteria:

> You nust have outstanding student | oans
borrowed on or after January 1, 2004, owned by
MOHELA and guar ant eed by NMDHE.

> You nust be a Mssouri resident and a United
States citizen or eligible non-citizen.

> You nust be enployed in a designated high-
demand occupation, working in Mssouri. Your
enployer will be required to conplete a brief
guestionnaire and certification form
certifying that you are enployed in a field
related to bionedical/biotechnical, advanced
manufacturing, or a conputer related field.
The MARIO application review conmttee wl]l
make t he final determ nati on on your
qual i ficati on.

How nuch | oan forgi veness can applicants receive?
Qualifying borrowers may receive up to $2,500 in |oan
forgi veness per calendar year, wth a maxinmum | oan
forgiveness of $10,000, subject to program funding.
MDHE and MOHELA reserve the right to adjust nmaxinum
annual awards based on the availability of funds.



How can an enployee apply for the MAR O Loan
For gi veness Progranf?

Appl i cations wi | be avai | abl e on-1ine at
www. dhe. no. gov or www. nohel a. com on Cctober 1, 2004 for
| oan forgiveness to be awarded in the calendar year
2005. The cal endar year 2005 will be the first year
for whi ch MARIO | oan forgiveness I S gr ant ed.
Applications wll be processed on a first cone, first
serve basis and nust be postnmarked on or before April
15th of the application award year. Only conplete
applications with enployer certifications will be given
consideration. Loan forgiveness will be applied to the
| oans for qualified applicants before Septenber 30" of
each cal endar year.

How nmuch noney is avail able for MARI O?
MDHE and MOHELA have initially pledged a mninmm of

$18 mllion towards funding MARIO for cal endar years
2005 through 2010, with a nmaxi mum annual funding of $3
mllion. Funds are available on a first cone, first

serve basis and are subject to change dependi ng upon
certain econom c conditions and other business rel ated
factors.

What is the source of the funding for MARI O?

Funding for MARIO will conme primarily from MOHELA s
previously accrued arbitrage rebate liability reserves.
This noney has already been reserved and is avail able
to fund interest rate reduction prograns and | oan
f orgi veness prograns. In addition, sone funding may
cone directly from MHELA' s retained earnings or
MOHELA' s annual general operating budget.

Qper ational Details:

MARIO wll be admnistered by a joint commttee of
MOHELA enpl oyees appointed by the MOHELA' s Executive
Di rector and MDHE  enpl oyees appoi nt ed by the
Commi ssi oner for Hi gher Education. MOHELA wi I | enpl oy
one full tinme enployee to serve as the Adm nistrator of

the MARI O program The Committee wll develop and
refine the MARIO application and program rules &
procedur es. The Commttee will provide a quarterly

report to the MDHE and MOHELA Boards of Directors.
From tinme to tine, MOHELA and MDHE may be required to
provide additional admnistrative resources to support
the MARI O program during peak periods. All commttee



expenses and related program expenses including
postage, stationary, printed forns and general office
supplies will be funded by MOHELA' s general operating
budget .

How will MARI O and other Borrower Benefit Prograns be
Funded in the Future:

For twenty one vyears, the Mssouri Departnent of
Econom ¢ Devel opnent has allocated a portion of the
States annual tax exenpt revenue bond cap to the
M ssouri Hi gher Education Loan Authority. Tax exenpt
revenue bonds have nmade it possible for MOHELA and MDHE
to offer Mssouri’s student and parent borrowers the
| owest interest rates for student loans in the nation.
I n addition, MOHELA and MDHE borrowers have benefited
froma variety of nulti mllion dollar |oan forgiveness
prograns including recent prograns for Mssouri’s
teachers, peace officers, and mlitary personnel.
Previously commtted tax exenpt cap has resulted in the
generation of sufficient reserves to fund MOHELA s and
MDHE's various interest rate reduction and |oan
forgi veness prograns including the proposed funding for
MARI O t hrough 2010. However, these reserve funds nust
continue to be replenished for M ssouri’'s next
generation of I nt er est rate reduction and | oan
forgiveness prograns. This can only be acconplished if
the Departnent of Economc Developnent continues to
provi de tax exenpt cap on an annual basis.

MOHELA currently has an application before the Director
of the Mssouri Departnent of Economc Devel opnent
requesting $200 mllion in tax exenpt cap for cal endar
year 2003. |f approved, MOHELA and MDHE nmanagenent are
confi dent the excess reserves generated by the
requested cap allocation wll <continue to replenish
funds available for continued funding of MARIO and
many other interest rate reduction and | oan forgiveness
prograns adm ni stered by MDHE and MOHELA.

More specifically, approval of $200 mllion in tax
exenpt revenue bonds for MOMHELA can reasonably be
expected to generate approximately $3 mllion in
average excess yield annually through 2010° Excess
yield is considered to be any revenue exceeding
expenses. Excess yield is retained by MOHELA in the
form of both retained earnings and arbitrage rebate

> MOHELA generally realizes an overall return on loans of approximately 1.5% for loans financed via tax exempt
revenue bonds. Excess yield realized by MOHELA is retained either as retained earnings or is reserved in an
arbitrage rebate liability fund. Both retained earnings and arbitrage rebate liability funds are available to fund
interest rate reduction and loan forgiveness programs, including the proposed MARIO program.



liability. Exact excess yield wll be determ ned by

current econom c condi ti ons, t he conpetitive
envi r onnent and nor e i nportantly by regul atory
decisions made from tine to tine by the federal
gover nnment I ncl udi ng t he anti ci pat ed 2005

reaut hori zati on of the Hi gher Education Act®.

* The Higher Education Act of 1964 is anticipated to be reauthorized by the federal government in 2005. Such a
reauthorization typically includes additional yield reductions for loan holders and additional servicing requirements,
etc.. Asaresult, it is difficult to accurately predict future excess yield results.



